Midlands Technical College procurement audit report, April 1, 1994 - March 31, 1997 by South Carolina Budget and Control Board, Office of General Services
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STATE OF SOUTH CAROLINA 
~trle 'Thlu~get ttn~ <Unntrnl 'Thlnttro 
OFFICE OF GENERAL SERVICES 
DA V1D M. BI!ASLBY, CHAIRMAN 
GOVERNOR 
RICHARD A. BCKSTROM 
ST A TB TRI!ASURBR 
BAR.UI B. MORRIS, JJt 
COMYI1lOUJ!.R OBNBRAL 
Ms. Helen T. Zeigler, Director 
Office of General Services 
120 l Main Street, Suite 420 
Columbia, South Carolina 2920 l 
Dear Helen: 
HBUiN T. ZEIOU!R 
DUU!CTOR 
MATBIUALS MANAGEMENT OPFICB 
t2Dt MAIN STREBT, surra 600 
COLUMBIA, SOU"Ili CAROUNA 29201 
(803) 737-0600 
Pax (803) 737~39 
VOIOHT SHI!AL Y 
ASSIST ANT DUU!CTOR 
August 28, 1997 
JOHN DRUMMOND 
CHAIRMAN, SBNATB FINANCB COMMITilU! 
HBNli.Y B. BROWN, JJt 
CHAIRMAN, WAYS AND MBANS COMMITilU! 
LU"IliBR P. CARTBR 
BXECIJilVI! DIRECTOR 
I have attached Midlands Technical College's procurement audit report and recommendations 
made by the Office of Audit and Certification. I concur and recommend the Budget and Control 
Board grant the College a three year certification as noted in the audit report. 
Sincerely, 
';~~}-
R. V~ght Shealy 
Materials Management Officer 
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HI!NR.Y E. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMMI'ITBB 
LUTIIER F. CARTER 
HXECUI'IVE DIIU!CTOR 
We have examined the procurement policies and procedures of Midlands Technical College 
for the period April I, 1994 through March 31, 1997. As part of our examination, we studied and 
evaluated the system of internal control over procurement transactions to the extent we 
considered necessary. 
The evaluation was to establish a basis for reliance upon the system of internal control to 
assure adherence to the Consolidated Procurement Code and State and College procurement 
policy. Additionally, the evaluation was used in determining the nature, timing and extent of 
other auditing procedures necessary for developing an opinion on the adequacy, efficiency and 
effectiveness of the procurement system. 
The administration of Midlands Technical College is responsible for establishing · and 
maintaining a system of internal control over procurement transactions . In fulfilling this 
responsibility, estimates and judgments by management are required to assess the expected 
benefits and related costs of control procedures . The objectives of a system are to provide 
management with reasonable, but not absolute, assurance of the integrity of the procurement 
process, that affected assets are safeguarded against loss from unauthorized use or disposition 
and that transactions are executed in accordance with management's authorization and are 
recorded proper! y. 
Because of inherent limitations in any system of internal control, errors or irregularities may 
occur and not be detected. Also, projection of any evaluation of the system to future periods is 
subject to the risk that procedures may become inadequate because of changes in conditions or 
that the degree of compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control over procurement transactions, as 
well as our overall examination of procurement policies and procedures, were conducted with 
professional care. However, because of the nature of audit testing, they would not necessarily 
disclose all weaknesses in the system. 
The examination did, however, disclose conditions enumerated tn this report which we 
believe need correction or improvement. 
Corrective action based on the recommendations described in these findings will in all 
material respects place Midlands Technical College in compliance with the South Carolina 
Consolidated Procurement Code and ensuing regulations. 
Sincerely, 
~~ 
Larry G. Sorrell, Manager 
Audit and Certification 
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INTRODUCTION 
We conducted an examination of the internal procurement operating policies and procedures 
of Midlands Technical College. Our on-site review was conducted April 22, 1997 through May 
7, 1997 and was made under Section 11-35-1230( I ) of the South Carolina Consolidated 
Procurement Code and Section 19-445 .2020 of the accompanying regulations . 
The examination was directed principally to determine whether, in all material respects, the 
procurement system's internal controls were adequate and the procurement procedures, as 
outlined in the Internal Procurement Operating Procedures Manual, were in compliance with the 
South Carolina Consolidated Procurement Code and its ensuing regulations . 
Additionally, our work was directed toward assisting Midlands Technical College in 
promoting the underlying purposes and policies of the Code as outlined in Section 11-35-20, 
which include: 
(I) to ensure the fair and equitable treatment of all persons who deal with 
the procurement system of this State 
(2) to provide increased economy in state procurement actiVIties and to 
maximize to the fullest extent practicable the purchasing values of 
funds of the State 
(3) to provide safeguards for the maintenance of a procurement system of 
quality and integrity with clearly defined rules for ethical behavior on 
the part of all persons engaged in the public procurement process 
3 
BACKGROUND 
Section 11-35-1210 of the South Carolina Consolidated Procurement Code states: 
The (Budget and Control) Board may assign differential dollar limits 
below which individual governmental bodies may make direct 
procurements not under term contracts. The Office of General Services 
shall review the respective governmental body's internal procurement 
operation, shall verify in writing that it is consistent with the provisions of 
this code and the ensuing regulations, and recommend to the Board those 
dollar limits for the respective governmental body's procurement not under 
term contract. 
On November 3, 1994, the Budget and Control Board granted Midlands Technical College 
the following procurement certifications: 
Category 
Goods and Services 
Information Technology in accordance with the 
approved Information Technology Plan 
Consultant Services 
$25,000 per commitment 
$25,000 per commitment 
$25 ,000 per commitment 
Our audit was performed primarily to determine if recertification is warranted. The College 
has requested the following certifications. 
Category 
Goods and Services 
Information Technology in accordance with the 
approved Information Technology Plan 
Consultant Services 
Construction Services to include change orders 
for Construction Services 
4 
$25 ,000 per commitment 
$25 ,000 per commitment 
$25,000 per commitment 
$25 ,000 per commitment 
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SCOPE 
We conducted our examination in accordance with Generally Accepted Auditing Standards 
as they apply to compliance audits . Our examination encompassed a detailed analysis of the 
internal procurement operating procedures of Midlands Technical College and its related policies 
and procedures manual to the extent we deemed necessary to formulate an opinion on the 
adequacy of the system to properly handle procurement transactions. 
We selected judgmental samples for the period April I, 1994 through March 31, 1997 of 
procurement transactions for compliance testing and performed other audit procedures that we 
considered necessary to formulate this opinion. Specifically, the scope of our audit combined 
with the interim review included, but was not limited to, a review of the following: 
(I) All sole source, emergency and trade-in sale procurements for the 
period April I, 1994 through March 31, 1997 
(2) Procurement transactions for the period July I, 1995 through March 31, 
1997 reviewed as follows : 
a) Sixty purchase orders and resulting payments, which included 
construction transactions, each exceeding $1 ,500 
b) A block sample of 480 additional purchase orders from FY 96 
issued to fifty vendors reviewed for order splitting, favored vendors 
as well as Code compliance 
(3) Minority Business Enterprise reports for the audit period 
( 4) Information technology plans for fiscal years 94/95 and 95-98 
(5) Internal procurement procedures manual 
(6) Blanket purchase agreements 
(7) Real property leases 
5 
RESULTS OF EXAMINATION 
Since our prevtous audit in 1994, Midlands Technical College has maintained what we 
consider to a professional, efficient procurement system. However, we noted the following 
points which should be addressed by management. 
Inappropriate Emergency Procurement 
The College administers the Title IV Federal Assistance Program. Reimbursement to the 
College is dependence upon the submission of Pell Grant payment vouchers no later than 
September 30 for the year ending June 30. The College failed to submit the reimbursement 
request by September 30, 1995 for the year ending June 30, 1995 on I ,485 students totaling 
approximately $987,000. The same problem existed for the prior fiscal year ending June 30, 
1994 on approximately $190,000. A program review was conducted by the United States 
Department of Education (USDE) during the fiscal year ending June 30, 1996 for the Title IV 
program. The College issued purchase order 63002, as an emergency procurement, on March 20, 
1996 for $8,700 without competition for financial aid consulting services. Subsequent change 
orders to the purchase order were issued through November I, 1996 increasing the total 
emergency procurement to $111 ,441. 
Section 11-35-1570 of the Code includes the criteria for an emergency 
procurement as: 
"To make emergency procurements only when there exists an immediate 
threat to public health, welfare, critical economy and efficiency, or safety 
under emergency conditions as defined in regulations promulgated by the 
board, and provided, that such emergency procurements shall be made 
with as much competition as is practicable under the circumstances. A 
written determination of the basis for the emergency and for the selection 
of the particular contractor shall be included in the file." 
Regulation 19-445.2110 further defines emergency procurements as: 
"A situation which creates a threat to public health, welfare, or safety such 
as may arise by reason of floods, epidemics, riots , equipment failure, fire 
loss , or such other reason as may be proclaimed by either the Chief 
6 
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Procurement Officer or the head of a governmental body or a designee of 
either office. The existence of such conditions must create an immediate 
and serious need for supplies, services, or construction that cannot be met 
through normal procurement methods and the lack of which would 
seriously threaten: . (I) the function of State government; (2) the 
preservation or protection of property; or (3) the health or safety of any 
person . . . . emergency procurement shall be limited to those supplies, 
services, or construction items necessary to meet the emergency. . . . the 
procedure used shall be selected to assure that the required supplies, 
services, or construction items are procured in time to meet the emergency. 
Given this constraint, such competition as is practical shall be obtained." 
The procurement did not meet the criteria for an emergency as defined in the Code and 
Regulation . The College should have solicited competition either as a competitive sealed bid or 
competitive sealed proposal. 
We recommend the College only use the emergency source selection procedure for 
procurements that meet the criteria as emergency procurements. We remind the College, as 
noted in Section 11-35-1570 of the Code, competition for emergency procurements m.ust be 
made if practicable. 
Unauthorized Purchase 
Purchase order 61461 for $9,306 was for printing of brochures. The invoice included a 
$1,558 charge for printing of additional continuing education booklets not included on the 
purchase order. This $1,558 order was placed by the Marketing Department without competition. 
The College's procurement procedures manual states in Section II, "The Procurement Office is 
the only unit of the College authorized to procure goods and services. " 
This additional order is an unauthorized procurement and must be ratified in accordance with 
Regulation 19-445-2015. 
Receiving Documentation Lacking Prior to Payment 
The College's Accounting Department uses two procedures when processmg mvotces for 
payment, a "two-way match" and a "three-way match" . A two-way match payment is 
automatically made if the amount on the purchase order and invoice match. A three-way match 
payment requires a signature verifying receipt of goods and services prior to payment. Some 
7 
goods and services, particularly printing and consultants services, are being processed and paid 
by the two-way match process . This results in an internal control weakness as payments are 
being made without documented verification of satisfactory receipt of the goods and services . 
We recommend the College establish procedures to ensure documentation to support receipt 
of all goods and services prior to payment. 
BPAs Used In Lieu Of Competed Contracts 
Our sample review of blanket purchase agreements (BPAs) revealed that in some instances 
substantial increases in funds were added. BPAs by nature do not require competition . We 
performed a detailed study of the BPAs and it showed certain services being procured with 
frequency such as "on call" electrical services. Since these services are easily identifiable, the 
College would be better served by establishing term contracts and issuing standing orders as 
needed. 
We recommend the College evaluate its larger BPAs to determine if competed contracts 
would better serve the College. We believe the items identified during the audit, when 
competed, will result in a cost savings . Also, with competed contracts in place, more flexibility 
can be offered the departments since the purchase commitment per call would not have to be 
limited to $1,500 as it is now. The College should keep in mind that the intent of BPAs as 
addressed in Regulation 19-445 .2100 states " ... is a simplified method of filling anticipated 
repetitive needs for small quantities of supplies or services". 
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CERTIFICATION RECOMMENDATIONS 
As enumerated in our transmittal letter, corrective action based on the recommendations 
described in this report, we believe, will in all material respects place Midlands Technical 
College in compliance with the South Carolina Consolidated Procurement Code. 
Under the authority described in Section 11-35-1210 of the Procurement Code, subject to this 
corrective action, we will recommend Midlands Technical College be recertified to make direct 
agency procurements for three years up to the limits as follows : 
Category 
Goods and Services 
Information Technology in accordance with the 
approved Information Technology Plan 
Consultant Services 
Construction Services to include change orders for 
construction services 
Recommendation 
*$25 ,000 per commitment 
*$25,000 per commitment 
$25,000 per commitment 
$25 ,000 per commitment 
*This means the total potential purchase commitment to the State whether single year or 
multi-term contracts are used. 
9 
Audit Manager 
Larry G. ~orrell , Manager 
Audit and Certification 
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August 25, 1997 
,.~ Midlands 
• -, Jechnical ~ College 
Mr. Larry G. Sorrell, Manager 
Audit and Certification 
South Carolina Budget & Control Board 
120 1 Main Street, Suite 600 
Columbia, South Carolina 2920 1 
Dear Mr. Sorrell: 
I have reviewed the draft procurement audit report issued on August 19, 1997 for the audit period 
April 1, 1994 - March 31, 1997. Your audit scope indicated review of 782 documents. . 
The following responses indicate concurrence with the four audit findings. I am also in 
concurrence with recommended certification limits of $25,000 per commitment for Goods and 
Services, Information Technology, Consultant Services and the newly added Construction 
Services. 
Findings and Responses: 
1. 
2. 
3. 
Findina 
One procurement for financial aid consulting services was inappropriately categorized as 
an emergency procurement. 
Response: 
The college concurs with this finding and per your recommendation will insure emergency 
procurements meet criteria as noted in the Procurement Code. 
Findina 
One procurement for printing services was noted as unauthorized. 
Response: 
The college is in process of obtaining the appropriate procurement ratification for this 
order. 
Findioa 
The college's Accounting Department uses both "two-way match" and "three-way match" 
for invoice processing. 
Response: 
Per the audit recommendation, the Accounting Department has established procedures to 
verify receipt of goods and services prior to payment. 
P 0 B o .\ :2 + 0 8 • C o I u m b i a • S o u 1 11 C a r o I 1 11 c1 • :2 9 2 0 2 • 1 8 o 3 1 , J 8 ~ 1 + 0 il 
10 . 
Mr. Lany G. Sorrell, Manager 
August 25, 1997 
Page Two 
4. Findina 
Some costs savings may be recognized by establishing term contracts rather than using 
blanket purchase orders. 
Response: 
The procurement office will review blanket purchase agreements to determine if 
completed contracts would better serve the college. 
The procurement office is committed to maintaining professional, efficient procurement systems 
and appreciates your positive comments. Let me thank you and your staff for the professional 
manner in which you conducted the audit and in the assistance you continually provide. 
Sincerely, 
'-f(J~ J. 4tfi~~~-
Ronald L. Rhames, D.B.A. 
Vice President for Business Mfairs 
RLR/sn 
c: Dr. James Hudgins 
Marcia Medway 
Rochelle Daniels 
Jim Stiles 
DavidRawl 
Helen Koon 
.. __ 
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STATE OF SOUTH CAROLINA 
~ate iliu~get an~ Oinntrnl 'Thhtttro 
OFFICE OF GENERAL SERVICES 
DAVID M. BE.ASUiY, CHAIRMAN 
OOVBRNOR 
RICHARD A. BCXSllWM 
STATBntBASUllBR 
E.ARU! B. MORRIS, JR. . 
COMPrROUJl.R OllNl!RAL 
Mr. R. Voight Shealy 
Materials Management Officer 
Materials Management Office 
120 I Main Street, Suite 600 
Columbia, South Carolina 2920 I 
Dear Voight: 
HBUIN T. ZEIOUiR 
DIRECTOR 
MATBRIALS MANAOBMP.NT OPFICB 
1201 MAIN STRBBT, surm 600 
COLUMBIA, SOIJrn CA.ROUNA 29201 
(803) 737.{)600 
Fax (803) 737~39 
VOIGHT SHE.AL Y 
ASSISTANT DIRECTOR 
August 28, 1997 
JOHN DRUMMOND 
CHAIRMAN, SllNATB FINANCB COMMITI1!B 
HENRY I!. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMMITI1!B 
LIJrnHR F. CARTER 
!!XBCllilVB DIRECTOR 
We have reviewed the response from Midlands Technical College to our audit report for the 
period of April I, 1994- March 31, 1997. Also we have followed the College's corrective action 
during and subsequent to our field work. We are satisfied that the College has corrected the 
problem areas and the internal controls over the procurement system are adequate. 
Therefore, we recommend the Budget and Control Board grant Midlands Technical College the 
certification limits noted in our report for period of three years. 
Sincerely , 
\.AJ~G"S~ 
Larry G . Sorrell, Manager 
Audit and Certification 
LGS/tl 
Total Copies Printed- 30 
Unit Cost- .38 
Total Cost- $ 1 1.40 
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